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Dear Sir: — 
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herewith a report of the Treasury Department for the biennial period 
ending June 30th, 1922. 

Respectfully su'bmitted, 

W. S. JOHNSON, 

State Treasurer. 



INTRODUCTION 



These are troublous and strenuous times. The great heart and con- 
science of the Nation has not gotten back to a normal condition since 
the war. This is true of our people in all walks of life. Never before 
in the history of the United States has the very perpetuity of our Re- 
publican form of government been menaced and imperiled as at the 
present time. The combined forces of anarchy Bolshevism, communism 
and many other isms of like kind and character have marshaled their 
forces in, a deseprate attempt to destroy our government, and while the 
numerical strength of this class is very small in comparison with the 
host of patriotic. Godfearing, loyal, peace-loving citizens of our state, 
and whild there is no danger of a consummation of their aims and pur- 
poses in the immediate future, still the situation is of sufficient gravity 
to merit the most careful consideration and attention of every loyal, 
patriotiq citizen of our beloved state. 

The various state, county and district officials, if supported by a 
healthy public conscience, can render very valuable service to circum- 
vent this movement by conducting and administering the governmental 
affairs of the people in a manner that will make it impossible for the 
seeds of anarchy, Bolshevism, and disloyalty to even germinate, much 
less grow and develop. I am sorry to see that these forces in some in- 
stances are being encouraged by indiscriminate and unwarranted criti- 
cisms and denunciations of some of our substantial citizens against 
local, state, and national officials in their administration of the govern- 
ment. ThesQ critics in some cases are in a measure justifying the atti- 
tude of the radical element that is seeking to destroy all government, 
thereby being unwitting agents in helping spread propaganda, the suc- 
cess of which can mean but one thing — a Russianized America. Con- 
structive criticism is otten helpful and beneficial, but there is a vast 
difference between constructive and destructive criticism, and the effect 
produced by each. However, we are compelled to admit that some of 
the criticisms against some public officials and their administration of 
government are in a measure justified. Occasionally, we find an official 
who is crooked and who violates the trust and confidence placed in him 
by the public. Still cases of actual gra;ft and dishonesty on the part of 
public officials are very rare. Most of the charges of graft and misap- 
propriation of funds by of f icials . are due more to inefficiency and mis- 
management than to actual dishonesty, but an official who willfully and 
intentionally or through carelessness or inefficiency squanders or wastes 
the public funds of the tax payers, or knowingly permits it to be done 
by others without making an honest effort to prevent it. Is as morally 
guilty as the yegg who robs a bank, or the burglar who creeps into your 
home during the silent watches of the night and despoils you of your 
goods while you are asleep. 
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GoTernment is business — the most serious kind of business. The gov- 
ernment of a Bta,te should be, and the taxpayers have a right to expect 
and demand that it be, conducted and administered with, the same effi- 
ciency, care and economy that characterizes the administration of the 
affairs of a modem business corporation. 

A private corporation is managed and conducted by the directors for 
the benefit of its stockholders; likewise the business affairs of a state 
should be conducted by those to whom authority has been delegated in 
the interest of all the people who are stockholders in this gigantic 
enterprise we term state government, and in the success of which every 
citizen of this great state is vitally interested. 

A public office is a public trust and should <be so considered by every 
official, high or low, to whom authority has been given to act for the 
public. 

One of the greatest causes of criticisms against government is the 
failure of officials to apply business principles in their handling of the 
affairs of government, be it county, state or nation. 

The old time methods of handling mail, freight and passengers by 
post riders, stage coaches and ox wagons gave satisfactory service in 
cheir day, but the increase In population and business created a demand 
for better transportation facilities resulting in our present efficient 
system of transportation and communication second to none in the 
world. 

Likewise, the old-time, uncertain, slipshod methods of conducting busi- 
ness were found to be inadequate to meet the demands and needs of 
modern business. This demand caused the establishment of many busi- 
ness schools and colleges all over the country in which men and women 
are trained to handle business matters in an efficieoit, economical and 
scientific manner. The evolution in the methods of handling the busi- 
ness of the country is as great as that of our system of transportation 
and communication. 

In most things West Virginia stands in the front ranks with the most 
progressive states of the Union. Most of our laws embody the latest 
and most progressive thought. This is true of our educational laws. 
Workmen's Compensation Law, public service law, tax laws, good roads 
law and practically all other laws afifecting the welfare or happiness of 
our citizens. 

However, we are still in the post rider, stage coach and ox wagon 
period so far as our system of handling the financial aftairs of the 
state is concerned. The law which provides how our state finances 
shall be handled is known as our State Depository Law and wasl enacted 
more than a half century ago, and has not been amended from time to 
time to meet the demands and needs of modern business. I feel that it 
is my duty to call the attention of your Excellency to this matter and 
furnish you with all the data and information in my possession re- 
garding it in order that you may make such recommendations to the 
Legislature as you may deem proper. ^ 
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Since I have been Treasurer I hav^ endeavored to give the state the 
very best service of (which I am capable, but I have not been aible to 
conduct its financial affairs in as efficient and economical a manner as 
they should have been on account of the handicap of the antiquated 
financial system provided by our present Depository Law. 

OUR DEPOSITORY LAW 

In my former reports I recommended a number of changes in our 
present depository laiw. At the 1919 session of the Legislature a bill 
was introduced in conformity with my recommendation. 

Not one questioned the merits of the provisions of the bill or that thQ 
changes suggested iby it were not needed, but the argument was used 
that any change of the law at that time would necessitate a material 
change in the method of keeping the records in some of the Depart- 
ments and that any changes made in the law should be deferred until 
the 1921 session of the Legislature in order that any changes made would 
became operative at the beginning of the term of the administration 
elected at the 1920 election. 

In 1921 a bill was introduced in both branches of the Legislature 
similar to that introduced in 1919. 

The following were the principal changes suggested by this bdll: 

1* Reduction of the minimum amount of Depository Bonds from 
$50,000.00 to $10,000.00. 

2. Provision limiting State deposits to amount of paid up capital 
stock of depository banks. 

3. Provisions authorizing the State Treasurer to deposit all funds 
belonging to or under control of the State. 

4. Provision providing for Active and Inactive banks. 

5. Provision requiring Treasurer to distribute funds among various 
counties on assessment or other equitable basis. 

6. Provtlsion prohibiting the State Treasurer from depositing state 
funds in any depository bank during his term of office in which he is 
financially interested. 

Ex^Governor John J. Cornwell, a banker and business man, who after 
serving four years as Governor in which position^ he had an opportunity 
to observe the operation of our present depository law, had the follow- 
ing to say regarding it in his message to the 1921 Legislature. 

GOVERNOR CORNWBLL'S MESSAGE TO THE 1919 LEGISLATURE 

"I desire to call your attention to Chapter 17 of the Code known as 
the State Depository Law. 

"This law was copied from the Virginia Statutes more than half a 
century ago, and it, appears that it has not been amended from time to 
time to coniform with the demand of modern business methods and 
practices. 

"It is my opinion that this law should be redrafted to meet the re- 
quirements of our rapidly growing State. 
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"One of the most objectionable features of the present law is the 
metho^i provided for the depositing of the State Fumds. Any official or 
person owing the State or having in his possession money belonging to 
the State, has a right to deposit same to the credit of the State In any 
one of the State Depository Banks. 

"No department of Government or business concern can reach the 
highest degree of efficiency and success, unless it has a central managing 
head. The lack of a centralization of authority over the deposits of our 
State Funds renders it impossible to keep the State's money distributed 
in an equitable manner in the various sections of the State as it should 
be. Some banks often have more funds than is covered by their de- 
pository bonds, while others have practically nothing. Money has been 
deposited in bankl9, the solvency of which was questioned at the time 
the deposit was made, and deposit43 are often made in banks whose bonds 
have expired. 

DEPOSITING STATE FUNDS IN PRIVATE ACCOUNTS 

CONDEMNED 



«f 



'The failure of the Day and Night Bank of this city disclosed the fact 
that a number of departments had State funds, amounting to |15,868.71 
on deposit in it to the credit of the departments and not to the credit 
of the State Treasury. The Receiver of this ban^' ruled that these fu'U'ds 
were not covered by the Bank's depository bond and that the depart- 
ments having such deposits would be treated as individuals. It should 
not require any argument to convince you gentlemen of the danger of 
allowing practices of this kind to icontinue. Every dollar of money 
paid to the State for any purpose whatsoever should be deposited, to the 
credit of the State of [West Virginia and every -dollar disbursed for any 
purpose should be done in the regular manner through the State Treasury. 

LOSSES IN WEST VIRGINIA COMPARED WITH OTHER STATES 

"The report of the State Treasurer states that he is carrying upon his 
books, amounts due and uncollected from defunct depository banks 
which failed from 1912 to 1917, sums amounting to $17,371.74. He 
further states that reports from 46 State Treasurers show a combined 
loss from failure of depository banks for a like period of only $8,035.00. 
I am informed that in nearly all of these 46 states, the State Treasurers 
have full control of all State deposits. Whether or not the different 
systems of depositing used were responsible for this difference in losses, 
I am not prepared to say, "but I want to strongly urge and reconumiend 
that our State Treasurer he given full control ancR authority over all de- 
posits of moneys belonging to or under the control of the State. 

REASONS WHY TREASURER SHOULD DEPOSIT ALL 

STATE FUNDS 

"He keeps a record ofi all Depository Bonds as well as a cash account 
with each Depository Bank and is the only official or person in the State 
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who knows from day to day the amount any Depository Bank can legally 
accept under its bond, and, therefore, is the only person who can dis- 
tribute the State Funds among the various Depositories and sections of 
the State upon an equitable and systematic basis. 

STATE FUNDS SHOULD BE EQUITABLY DISTRIBUTED 

"He should be required at all times to keep the State Funds dis- 
tributed among the various counties upon the basis of the amount paid 
by them into the Treasury. 

TREASURER SHOULD BE PROHIBITED FROM RECEUVING ANY 
SHARE OF THE PROFITS MADE BY BANKS THROUGH 

USE OF STATE FUNDS 

"He should be prohibited from receiving any pecuniary benefit or 
profit from any deposits made by him in any depository bank. He 
should be required to give a bond to the State commensurate with the 
liability incurred. His present bond of $25,000.00 is ridiculously low. 

DEPOSITORY BONDS 

"The minimum bond required of State Depositories is Fifty Thousand 
($50,000.00) Dollars. Many small banks, especially country banks, never 
have and do not want more than $10,000.00 or $15,000.00 of State funds 
at any one time, and it is manifestly unfair to require such banks to 
give such an excessive bond. Under our law if a bank wants only 
$10,000.00 or $15,000.00 of State money and gives the State a $50,000,00 
Surety Bond, it will cost the bank $100.00, or if a personal bond is 
given it will tie up $75,000.00 of real estate belonging to the signatories, 
or if a collateral bond is given it will tie up $50,000.00 of the bank's 
securities. 

"Small banks are permitted under our law to give bond and accept 
deposits of State funds many times more than the entire capital stock 
of the bank. This is certainly contrary to sound business judgment and 
policy. 

"Banks should be limited to the amount of State funds they are per- 
mitted to receive to their capital stock and certainly not for a greater 
amount than their combined capital stock and surplus. 

ACTIVE AND INACTIVE BANKS 

"This law should be so drafted to permit the Treasurer or Board of 
Public Works to select a limited number of the largest banks as Active 
Checking Banks and in consideration of the work done by them, they 
should be charged a very low rate of interest. All other banks should 
be classed and treated as Inactive Banlos among which the surplus 
money in the Treasury would be divided and from which funds would 
be transferred to the Active Banks only when actually needed. 

"This method would relieve the Treasurer of a large volume of un- 
necessary work and would insure a stable balance in all the Inactive 
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Banks when (funds were available. These Inactive Banks should be 
charged a larger rate of interest than the Active Banks. The uncer- 
tainty of the State account renders it of little value to the banks under 
our present law. 

"I cannot impress upon your minds too strongly, the importance of 
the above criticisms and suggestion. No modern business concern 
would for a moment tolerate its money being handled in the slipsliod 
and unbusinesslike maimer employed by our State." 

(Signed) JOHN J. CORNWELL. 

Ch)vemor, 



A copy of this bill together with a copy of the present law was sent 
to a large number of bankers, professional and business men throughout 
the country. They were requested to give an expression of opinion re- 
garding the provisions of the bill, and the following are extracts from 
a few of the many replies received: 

^WHAT BIG BUSINESS MEN AND MEN OF EXPERIENCE SAT 

ABOUT THE PROPOSED LAW 

Harold Palagano, Treasurer of New York Life Insurance Company 
says: 

"I can readily understand your desire to secure a law which will 
enable you to handle the financial affairs of the state in a more sys- 
tematic manner than is possible now, and can appreciate the confusion 
which must he caused under the present la/w, ty having funds oti>ed to 
the state deposited hy the debtor in anj/ of your depository ha/nks. 

"I have read very carefully the pamphlet you sent in which is a copy 
of the proposed new bill, and the comments of Governor Cornwell. In 
a general way the provisions of the bill appear to he practical and vastly 
superior to the existing law as yoU described it" 

A. Carpon, Treasurer, Swift and Company, says: 

"Our plan is to center the management of the finances of our com- 
pany in this office, so as to render them eubjeet to the Treasurer's re- 
quirements. In your case, I 3hould think you would have the state 
funds as collected placed immediately under your control, directly or 
indirectly, so that these would come into your possession, solely, as 
quickly as you desired." 

H. H. Baker, Treasurer. The Owen Bottle Company, says: 

"It would seem that under your present law the proper operation of 
your Department would be most difficult owing to the system now in 
force, of having any taxpayer who owes money to the State deposit 
that money in any one or more of your depository banks. The pro- 
posed law, copy of which was enclosed with your letter, would certainly 
seem to be a vast Improvement and would appear to be workable In 
every way. The System as proposed in the bill is quite similar to the 
method employed by our Company^ 1. e., any moneys due this Company 
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for any purpose, whether it be for merchaadise shipped from oar West 
Virginia (factories or from a plant in Indiana or New Jersey, or to cove^ 
any item of any sort, are paid directly to our home office here in Toledo, 
from where deposits are made in any of our depository banks which 
have been approved by and authorized as depositories by our Board of 
Directors. 

Irenee Du Pont, President, E. I. Du Pont DeNemours & Company, says: 

"It seems clear on the face of it that the plan you have been work- 
ing on is extremely cumbersome and conducive to errors. That would 
be self-evident to any thinking person." - 

D. 6. Cropsey, Treasurer, State of Nebraska, says: 

"Judging from your report I should say that West Virginia is behind 
the times in handling its business through the banks." 

James Jacikson, Treasurer of Massachusetts, says: 

"It is a surprise to me tliat your law provides that corporations, or 
departments, may he able to deposit directly in hankS' A situation like 
this can readily be very embarrassing, and one over which the Treasurer 
has no control. In my judgment, if you are to be effective as a Treasurer 
of the State all receipts of money and all payments should be handled 
through your office. I do not mean that payments should be made direct 
to you, as they should go through the departments, but it seems to me 
that all moneys collected by the departments should be handed over 
daily to the Treasurer. This will enable the Treasurer to more intelli- 
gently place his deposits throughout the State and enable the public to 
place definite responsibility on the Treasurer for any mismanagement. 

"You state that your Legislature doubts the wisdom of giving the 
Treasurer authority over all State deposits. I cannot understand their 
position in this matter, for to me it seems imperative to place the re- 
sponsibility where it belongs; for, only by the control over the state 
deposits can the money be wisely administered to the best interests of 
the state." 

Walter F. Scott, Treasurer of Vermont, says: 

"'I have hastily read your discussion of your depository law and your 
suggestions as to changes. I am very frank to say that, in my opinion, 
your present arrangement does not appeal to me in the least, and if I 
were in your position I should feel it my duty to urge a change in the 
law. 

"Under our law all collections made by departments are immediately 
turned over to the State Treasurer and no department has a checking 
account, all bdlls of the State being paid by the Treasurer on the order 
of the Auditor." 

John W. Plummer, Treasurer of New Hampshire, says: 

I have read your recommendations and to me they seem to be sound 
advice, and that your Legislature would do well to adopt them. Cer- 
tainly, in my judgment, your present law is entirely wrong. All money 
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should be paid into the State Treasury and all payments made there- 
from. If a Treasurer is not to have^ control of State funds, what is he 
fort 

R. W. Archer, Treasurer of Ohio, says: 

''Personally, I would not toant to he Treasurer of State under such 
obsolete depository laws as you have and he responsible for the funds" 

Noah Webster says: 

"A treasurer is an officer who receives the public money arising from 
taxes and duties, or other sources of revenue, takes charge of it, and 
disburses it upon orders made by the proper authority; also, one who 
has charge of collected funds, as those of private societies or business 
corporations." 

The Legislatures in 42 of the 48 states give their treasurers control 
over the deposit of all state funds. 

The City of Charleston is supposed to have a model law for the 
handling of its finances. It will be observed by the following letter 
from the City Treasurer, that the finances of the City of Charleston 
are handled in practically the same manner provided in this bill for 
the administration of the financial af<fairs of the State of West Virginia. 

The following is the letter from the Treasurer: 

Dear Sir: 

"I have* received your letter of April 4th asking for information as to 
the manner in which the financial affairs of the City of Charleston are 
handled. 

"In reply I beg to say that under the provisions of the charter of the 
City of Charleston the City Treasurer designates certain banks to serve 
as depositories which, after having been approved by Council, are re- 
quired to give bond for the amount of city funds deposited in them. 

"The funds of the City of Charleston are disbursed upon the approval 
of the Mayor and Oity Auditor who issue their warrants on the Treasurer 
who pays all of these through the Union Trust Company, which is used 
by the Treasurer as the active depository. The Treasurer checks on 
the other depositories in favor of the Union Trust Company when- 
ever he is in need of more funds than is on deposit in the active de- 
pository. The Oity Auditor collects the taxes for licenses, building per- 
mits and other miscellaneous items and deposits them with the Treas- 
urer. The Treasurer collects all taxes, street and sewer assessments, 
etc., and sends a report to the City Auditor showing the amount and 
the funds to which same should be credited. No other city official has 
any authority over the depositing of funds due the city.*' 

While the foregoing endorsements of the proposed law and criticisms 
of our present law by business men and men of experience in handling 
big business are in no way binding upon the Legislature, yet they will 
I presume, have a persuasive effect at least. 

The main provisions of this bill have been enacted into law by forty- 
two of the most progressive states in the Union. 
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Apparently ninety per cent of the members of both branches of the 
Legislature favored the> passage of the proposed law. All of these en- 
dorsements and facts as well as a large volume of data and statistics 
were presented to the Senate and House Committees on Banks and 
Bankiing, but both Committees failed to report the bill out and give th^ 
members an opportunity to consider It. 

REASONS WHY TREASURER SHOULD DEPOSIT ALL FUKDS 

Our law requires any person indebted to the state to make payment 
by depositing the amount due In any one of our 300 depository banks, 
taking from the depository a certificate of deposit which is required 
to be forwarded to the State Auditor. 

This law was copied from the Virginia statute more than a half cen- 
tury ago when we only collected and handled thousands where we now 
collect and handle millions. 

At that time we had two or three depository banks in the northern 
and eastern sections of the state and a like number* in the southern and 
southeastern sections. 

The mail in those days was carried by post riders and stage coaches. 
The country was rough and thinly settled, all of which made the trans- 
mission of tax moneys to the State Capitol extremely hazardous. There- 
fore, the Legislature decided that it would be safer and more convenient 
for the taxpayers to pay their meager pittance to the state by deposit- 
ing it in one of the local depository banks. 

As the population increased and the system for the transportation 
of the mail became more efficient and attended by less hazards, the tax- 
payers begun sending their tax money/ to the Capitol in order that they 
migh secure a receipt "from the state more promptly. The number of 
persons paying their indebtedness to the state in this manner has in- 
creased to such an extent that very few people now make payment to 
the state by the method provided by law, but practically all moneys 
lue the state are forwarded to some state official or head of some de- 
parment, board or commission. 

The taxpayer in sending money due the state to an official does, by 
inference at least, appoint the official as his agent to carry out the 
provisions of the law which provides that the taxpayer shall make pay- 
ment by depositing the money due the state in a depository bank him- 
self. 

Except in a few instances a payment by a taxpayer to the state 
official is not a payment to the state as provided by law. The payment 
to the state has not been fully consummated and the liability of the 
taxpayer ended until the money actually reaches the State Treasurer 
and a proper receipt is given therefore by the State Treasurer. 

If an official to whom money due the «tate is sent fails to deposit 
it to the credit of the treasury, the taxpayer still remains liable to the 
state and can be proceeded against as though no attempt had been made 
to discharge the obligation. 
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. ReceiYing and depositing state funds are not a part of the official 
duties ef a state official under the law, and his official bond is not 
liable (for any hreaoh of trust in his failure to properly <)epo8it or 
account for moneys paid over to him by taxpayers. The only recourse 
open to the taxpayer in such cases would be proceedings figalnst the 
official as an individual and not as an official. As an illustration, 
suppose some taxpayer should pay |10,000 due the state to some state 
elective official or appointive head of some department, and the official 
would convert this payment to his own personal use instead of derposit- 
ing it in the State Treasury to the credit of the taxpayer. Thh tax- 
payer would still owe the State of West Virginia the $10,000 and would 
be subject to an action at law against him by the state for its collection. 
The taxpayer could not collect the $10,000 from the official's bondsmen 
because his official bond only covers "official duties" of the official, 
and the receiving and depositing moneys belonging to the state not 
being a part of the duties of the offSicial under the law, therefore, the 
only recourse the taxpayer would have would be against the official 
in his individual capacity. 

While nothing like the above is liable to occur, still a law that will 
permit it to occur is deficient and absolutely indefensible and should 
be amended. 

PRESENT METHOD CX)STLY AND CUMBERSOME 

The volume of woric and expense in both the offices of the Auditor 
and Treasurer could be very materially reduced by all state funds being 
turned over to the Treasurer for deposit. During the last fiscal year 
there was paid into the treasury approximately $^8,000,000.00 and for 
whieh the depository banks issued 40,468 certificates of deposit. With 
the exception of the money paid to the state by the public utilities which 
was deposited in large amounts in the depository banks by the com- 
panies paying it, practically all of the money paid to the state was paid 
to and deposited by the various officials, boards and commissions, and 
the average for each certificate of deposit was around $900. If all 
of this money had been turned over to the Treasurer and deposited 
by him in amounts of $25,000, it would have required only 1,508 cer- 
tificates of deposit, thereby relieving both the Auditor and Treasurer of 
the labor and cost of handling 38,960 certificates of deposit in one year. 
The Treasurer is required to issue a receipt in duplicate for every cer- 
tificate of deposit. Therefore, it will be seen that by the proposed plan 
the number of certificates would have been reduced last year from 
40,468 to 1,508, or a reduction of 38,960 in one year. Every certificate 
of deposit requires five entries on the books of the Treasurer. There- 
fore, the proposed law, it will be seen, would eliminate 194,800 entries 
In connection with the certificates of deposit each year and the writing 
of 38,960 receipts. The total saving to the state in the number of entries 
required would be as follows: 

Entries of oertificates of deposit handled by Auditor 

each year 116,880 
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Entries of oertiftcates of deposit handled by Treasurer 

each year 194,800 

Writing receipts 3S,9€0 

Letters transmitting deposits to the depositories 38,960 

Total 389,600 

Reduction in number of checks required to be written would be ap- 
proximately 20,000 each year. 

Besides the saving to the state of the cost of labor necessary to make 
this number of entries upon our books, there would be another enormous 
saving in the amount of stationery, printing, postage, and expensive 
record books required. 

Another very large saving to the state would also be made by the 
proposed law in the reduction of the number of warrants issued by the 
Auditor and checks issued by the Treasurer. 

The interest on the Virginia Debt for last year amounted to $361,233.25. 
Under the present law It required 109 warrants to be issued by the 
Auditor and a like number of checks by the Treasurer. This was due 
to the fact that we have 300 depository banks in which our state funds 
are kept, and it was necessary, to draw a large number of small checks. 
If the Treasurer had had the depositing of the funds, it would not have 
been necessary to have had more than three or four warrants and a like 
number of checks in connection with the payment of this amount. It 
required 196 checks to pay the $750,000 interest on our $15,000,000.00 
5% State Road Bonds, when under the proposed law eight or ten checks 
would have been sufficient. $15,000 to $25,000 would be a conservative 
estimate of the amount of money the proposed law would save the state 
each year. Is the privilege granted the various departments, boards 
and commissions to deposit our state funds worth its cost to the tax- 
payers? 

HOW PAYMENTS AND DEPOSITS ARE MADE UNDER THE PRO- 
POSED LAW AND ADVANTAGES REJSULTING THEREFROM 

Under the proposed law all payments made to the State are required 
to be made to the official or department having the account against 
the payor unless otherwise directed by the Treasurer. The heads of 
all the State Departments who are charged with the collection of cer- 
tain moneys, are required to make daily reports* to the Treasurer accom- 
panied by the money collected by them, unless otherwise directed by 
the Treasurer, and it would be the duty of the Treasurer to promptly 
deposit all moneys received by him, from every source, in an equitable 
manner in the d^epository banks of the State. By this method, the| funds 
of the State could be kept equitably distributed over the State. There 
would be no excuse for any bank having an amount greater than that 
covered by its bond. CJounty officials should for their convenience be 
permitted to deposit the moneys due from them to the State in the de- 
positories in their respective counties; likewise the public utility cor- 
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porations, and other large taxpayers in order to save interest in trans- 
mission fliiould be permitted and perhaps required to make payment to 
the state by depositing directly into the depository banks the amount 
due the state, but in all such cases deposits should be made in com- 
pliance with the inert ructions of the State Treasurer for in no other 
way can an equitable distribution of funds be obtained and chaos and 
confusion be avoided. 

After a Depository Bank became insolvent, the Treasurer could im- 
mediately stop making deposits in it and withdraw the State balance, 
thereby protecting the State against loss. Under the present law, a 
bank may be insolvent and the Treasurer may be doing: his best to 
check out the funds in the failing bank, but the public not being ad- 
vised as to the condition of same, has a right, and often continue 
to make deposits in it until its doors are closed. Under our present law 
the only way a depository bank can be discontinued in cases of in- 
solvency or violation of the law, is for the Governor to issue a procla- 
mation canceling the bank's commission as a State Depository and 
notify the public that it is unlawful for the State's money to be de- 
posited in said bank. This is a slow, inefficient and tedious processs 
and a provision that has never been invoked by the Governor in the 
history of the State. Under the law proposed the procedure woiild be 
very simple. The Treasurer would simply stop making deposits in the 
bank and promptly withdraw the funds already on deposit. 

ACTIVE AND INACTIVE BANKS 

Under our present law we have three hundred active checking banks. 
Any one familiar with the banking business realizes the ridiculousness 
of this feature of our present law^ and the large volume of unnecessary 
work entailed. The normal balance in the Treasury should be kept 
equitably distributed among all of the Depository Banks in the State 
and the Treasurer or the Board of Public Works should have the 
authority given in the proposed law to designate a few of the largest 
banks in the State as active checking banks in which would be kept at all 
times all surplus funds of the treasury. A sufficient amount of the money 
received from day to day would be deposited in the active checking 
banks to pay the obligations of the State. Thigj would relieve the small 
banks with small clerical forces of a large amount of extra work and 
at the same time they would, have a stable balance of State money on 
deposit at all times which could be handled by them to advantage. 
Under the present system the State account is worth but very little 
to the banks because of its uncertainty. Concentration of sufficient 
current funds in a few active banks would tenable the Treasurer to re- 
duce to a minimum the number of checks required to pay large obliga- 
tions of the State, like interest oi\ and redemption of the Virginia Debt 
Bonds, interest on our State Road Bonds and many other large amounts. 
This would also relieve many depositories of the annoyance of having 
their balances of state funds continually disturbed. 
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DEPOSITORY BONDS 

The minimum bond of a Depository Bank is $50,000.00. Except for 
a short period each year, the balance in the Treasury rarely ever 
exceeds $3,000,000.00. If this amount was divided equally among three 
hundred depository banks, it would give each approximately $10,000.00 
A great many of the rural and small banks do not want more than this 
amount. A $50,000.00 Surety Bond costs the bank $100.00, and a 
$100,000.00 Surety Bond costs $300.00. It occurs to me that it is mani- 
festly unfair to compel any bank to give a $50,000.00 bond when it 
will not have nor desires to have more than $10,000.00 or $15,000.00 at 
any one time. The law proposed reduces the minimum jto $10,000.00, and 
provides that any Depository Bank be permitted to. receive the full 
amount of the 'bond given instead of three-fourths as the present law 
provid-efi. The present law does not limit the amount of depository 
bond a bank may give. A bank with a capital stock of $25,000.0T) may 
give a $500,000.00 bond and receive deposits of State money amounting 
to $375,000.00. This is inconsistent with sound business sense or judg- 
ment and should not be permitted. The proposed law limits the amount 
of State funds any bank may receive to the amount of its paid up capital 
stock. Thift suggestion is no new idea as it has been practiced for years 
by many of the most progressive states in the Union. 

EQUITABLE DISTRIBUTION OF FUNDS 

The proposed law provides that the Treasurer shall at all times keei) 
the money in the treasury distributed among the various counties of 
the state in an equitable manner based upon assessment of all property. 
This is impossible under our present law and system of deposits. 

Our present law requires all moneys received by the state to be de- 
posited in the Senatorial district wherein it originated, but no attempt 
has ever been made to comply with this provision. 

LOSSES UNDER OUR PRESENT SYSTEM OF DEPOSITS 

In studying the laws of other states, we find that in forty-two of the 
forty-eight states, the State Treasurers have the absolute authority to 
receive and deposit all of the money paid to the State. The four states 
depositing in like manner as West Virginia are: Arkansas, Georgia, 
North Carolina and Tennessee. I find in the report from forty-six 
State Treasurers that the combined losses of these forty-six states from 
failure of depository <banks from 1912 to 1916 was only $8,035.50, while in 
West Virginia we are carrying upon our books amounts due from defunct 
depository banks which failed during some period amounting to $17,000.00. 

This is more than twice the amount lost by forty-six states in the 
Union for a like period of time. It occurs to me that this alone should 
be sufficient proof to any intelligent business man that there is some- 
thing radically wrong with 'West Virginia's method of handling her 
public funds, and it would further appear that it should not require 
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any pleading or lobbying to induce a West Virginia Legislature to 
amend the existing laws relating to this noatter. 

What is the use of having a State Treasurer and not allow him to 
perform the functions properly belonging to the position, especially 
when the denial of (this right apparently results so disastrously to the 
State? 

TOO MANY SUB-TREASURIES IN WEST VIRGINIA 

Under our present law and custom the heads of some of the Btate 
departments collect large sums of money and deposit it in a private 
account to the credit of the department or the head of the department, 
instead of depositing it into the state treasury. 

Checks are sometimes drawn by departments upon the fund so de- 
posited and held by the departments for certain administrative ex- 
penses. Funds deposited In this manner do not draw interest and are 
not protected by any depository bond. A number of the departments 
had state funds so deposited in the Day and Night Bank of this city 
at the time of its failure in 1919. The receiver for this bank ruled 
that these funds were not covered by the bank's bond as they were not 
in the State treasury account and that the departments having such 
accounts of State money would be compelled to take their chances with 
other individual depositors. This is a ve^y objectionable practice. 
Under the proposed law every cent paid the State for any purpose 
whatsoever, would be deposited into the state treasury where it would 
draw interest and be protected by a depository bond ancr every cent paid 
out would be through the state treasury in the regular manner. 

INCREASE IN WORK AND RESPONSIBILITY OF THE TREASURY 

DEPARTMENT 

The work in the treasury department has increased by leaps and 
bounds duringj the past few years. For the year 1910 this office issued 
for the entire year checks and receipts totaling 34,911, wliile for the 
year ending June 30, 1922, we issued a total of 191,161 or 547% increase 
in the actual number of checks and receipts issued. During this period 
there has been a corresponding increase in the num;ber of certificates 
of deposit handled by this department. The number of depository banks 
has increased from 153 in 1910 to 300 in 1922. The state account with all 
these banks must be audited and balanced at least once every ninety 
days. No one except a person familiar with the banking business 
knows the enormous amount of work required to do this. The large 
increase in the volume of business handled by this department has 
multiplied many times the labor required in connection with lost 
checks and certificates of deposit, the protesting of bad checks and 
hundreds of errors made by departments, banks, etc., all of which finally 
reach this office for adjustment. In 1919 the Legislature pro- 
vided for the payment of the Virginia Debt. The Treasurer is re- 
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quired to redeem each year $675,000.00 of the bonds given in payment 
of this debt besides paying the interest on the outstanding bonds semi- 
annually. 

I have bought these bonds in practically every state of the Union; I 
have purchased them as low as seventy-five cents on the dollar. By 
purchasing these bonds below par, I have up to the present time saved 
the S(tate of West Virginia $466,000.00. 

The bonds redeemed must be canceled and filed. The number of en- 
tries upon the books in this office in connection with the redemption 
of these bonds and the payment of the interest coupons will exceed 
50,000 per year. 

The Treasurer is made custodian of the bomds purchased by the State 
Interest and Sinking Fund Commission. 

During the last yeair it has required 93,000 entries upon our books 
to take care of this work. Each entry contains seven columns of 
figures or 930,000 columns. Each column will average three figures to 
a column, making a total of 2,790,000 figures. The payment of the 
interest upon our State Road Bonds requires more than 30,000 entriefl 
each year. 

STATE ROAD BONDS 

At the election in 1920 the voters ratified an amendment to our State 
Constitution authorizing the Lfegislature to provide for the issuance 
and sale of $50,000,000.00 of State Road Bonds for the construction of a 
system of State Roads, connecting each County seat in the State. 

The 1921 Legislature authorized the Governor to issue and sell 
$15,000,000.00 of 5% Road Bonds. These bonds were dated July lEt, 
1921. When the Governor tried to sell these bonds, he found they were 
only worth around 94. The Treasurer tried to induce the State Deposi- 
tory Banks to purchase them from the State. The bonds to be ap- 
portioned among them on a basis of the capital stock and surplus of 
the banks. This proposal did not appeal to a majority of the Depository 
Banks because they would have been compelled to pay par for a bond^ 
the market value of which at the time, was only about 94. An arrange- 
ment was finally worked out, whereby thirteen of our West Virginia 
Banks purchased these bonds from the Governor at par and immediately 
sold them to a snydicate of New York bankers at 96, thereby sustdlnlng 
a loss of $600,000.00 on the deal and in consideration of whieh, the 
money received for the bonds was deposited, with the West Virginia 
banks purchasing them in order that they might reimburse themselves 
for the loss sustained by the use of this money until disbursed by the 
State Road Commission for the construction of roads. 

The annual interest on these bonds is $750,000.00, which the law re- 
quires to be paid semi-annually. The law also requires $600,000.00 to be 
set aside each year in a sinking fund for the redemption of the bonds 
as they mature. So far, the interest charges and the payments for 
redemption have been taken care of out of the funds received by the 
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State Road Commission from th« sale of automobile license tags, etc., 
therefore, it will be seen that for the first two years of the adminis- 
tration of our State Road building program no levy has been laid for 
the purpose of interest or redemption, and the tax payers have not been 
called upon to pay one single cent in taxes towards the construction 
of our State system of highways. 

The number of automobiles used in this State is increasing very 
rapidly and I am confident that the increase in the revenues from the 
sale of automobile license tags will, within a few years, be sufficient 
to take care of all of the redemption and interest charges on the entire 
$50,000,000.00 State Road Bonds when issued. If the taxpayers are called 
upon at all to pay any part of this expense, it will, in my opinion, only 
be for a small amount and for a short period of time. 

TREASURER'S BOND 

The bond of the State Treasurer in this State is $25,000.00. He is 
required to give an additional bond of $200,000.00 as custodian of the 
Workmen's Ck>mpen8ation Fund. 

His bond as Treasurer is disproportionate to the amount of money 
handled by this department. The average bond of the State Treasurers 
in the United States is approximately $325,000.00. 

I believe all public officials should be required to give adequate bonds 
and would suggest that the two bonds be oonsolidated and the total 
amount should be at least $400,000.00. A bill along this line was in- 
troduced in both branches of the last Legislature, but was never acted 
upon by the Committees. 

CONCLUSION 

The criticisms of our present law and suggestions of needful changes 
are the outgrowth of more than five years of careful study of our 
financial system in operation and they are made, my dear Governor, in 
the hope that you will give the subject of amending our present de- 
pository law careful thought and consideration and make such recom- 
mendations to our next Legislature, which, if enacted into laiw, will 
place the handling of the financial affairs of the state upon a business- 
like and systematic basis. 

The recommendations of yourself and your worthy predecessor, the 
Hon. John J. Cornwell, together wi-th the recommendations of bankers 
and business men in almost every walk of Hie should have a persuasive 
effect at least upon our next Legislature. "If they hear not these, 
they will not be persuaded, though one rose from the dead." 

I feel that in making these recommendations I am discharging a 
solemn duty I, as a public servant, owe to the citizens and taxpayers 
of this state. Upoii the shoulders of others must rest the responsibility 
for a continuation of an antiquated, costly and inefficient system which 
Ex-Governor Cornwell denounced in the following scathing language: 
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*'No modern business conoern would for a moment tolerate its money 
being handled in the slipshod and unbusinesslike method employed by 
our state." 

In conclusion I want to make grateful acknowledgement to my effl;- 
cient and loyal employees whose devotion to duty has made it possible 
for me to give the public prompt, efficient and courteous service. 

Respectfully submitted, 

W. S. JOHNSON, 
Treasurer. 
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MONTHLY FOOTING SHOWING RECEIPTS AND DISBURSEMENTS 
(ALL FUNDS), DURING FISCAL YEAR ENDING JUNE 30, 1921 

1920 July 1st, Balance all Funds $ 2,549,899.92 

Receipts during July $ 1,051,106.70 

Receipts during August 1,082,599.79 

Receipts during September 1,522,848.08 

Receipts during October 1,231,663.59 

Receipts during November 931,983.22 

Receipts during December 2,009,388.58 

1921 Receipts during January 9,128,965.14 

Receipts during February 1,194,285.88 

Receipts during March 1,352,287.57 

Receipts during April 1,699,423.22 

Receipts during May 2,284,210.11 

Receipts during June 1,651,872.39 $25,140,634.27 

"^ Total $27,690,534.19 

1920 Disbursed during July $ 1,181,333.76 

Disbursed during August 1,226,568.78 

Disbursed during September 1,557,550.13 

Disbursed during October 1,633,472.30 

Disbursed during November 1,253,793.49 

Disbursed during December 2,226,790.86 

1921 Disb\irsed during January 1,520,544.15 

Disbursed during February 1,023,948.35 

Disbursed during March 6,891,341.37 

Disbursed during April 2,246,773.12 

Disbursed durmg May 2,307,562.60 

Disbursed during June 1,855,317.86 24,924,996.77 

Balance in All Funds June 30, 1921 . . $ 2,765,537.42 

RECAPITULATION OF RECEIPTS AND DISBURSEMENTS, FISCAL 

YEAR ENDING JUNE 30, 1921 

Fund Receipts Disbursements 

State Fund, General Revenue $ 6,048,394.58 $ 5,894,176.00 

Stat« Fund, Special Revenue . 1,516,704.54 1,469,956.05 

State Fund (due County, District and Munic- 
ipalities Account Refunding Taxes) 6,807,763.23 6,913,095.11 

General School Fund 992.015.19 808,858.02 

The School Fund 63,200.00 64,500.00 

State Road Fund 3,195,591.98 2,786,828.16 

Sinking Fund, Virginia Debt 1,618,041.08 2,110,622.61 

Workmen's Compensation Fund 4,898,923.67 4,876,960.82 

Total $25,140,634.27 $24,924,996.77 

RECAPITULATION OF BALANCE IN THE SEVERAL FUNDS. 

JUNE 30, 1921 

Balance in State Fund (General Revenue), June 30, 1921 $ 198,290.33 

Balance m State Fund (Special Revenue), June 30, 1921 393,965.69 

Balance in State Fund (due Counties, Districts and Municipal- 
ities), June 30, 1921 118,471.93 

Balance in General School Fund, June 30, 1921 666,080.20 

Balance in the School Fund June 30, 1921 5,700.00 

Balance in State Road Fund June 30, 1921 1,341,997.93 

Balance in Sinking Fund (Virginia Debt), June 30, 1921 5,500.36 

Balance in Workmen's Compensation Fund June 30, 1921 35,530.98 

Total Cash Balance in All Funds, June 30, 1921 $ 2,765,537.42 

Invested Portion of the School Fund, June 30, 1921 994,300.00 

Invested Portion Workmen's Compensation Fund, June 30, 1921 9,265,300.00 

Total Balance Cash, Investments in All Funds, June 

30, 1921 $13,025,137.42 
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MONTHLY FOOTINGS SHOWING RECEIPTS AND DISBURSEMENTS 
(ALL FUNDS) DURING FISCAL YEAR ENDING JUNE 30, 1922 

1921 July 1, Balance All Funds $ 2,765,537.42 

Received during July $ 2,583,105.06 

Received during August 1,646,092.44 

Received during September 1,450,476.37 

Received during October 17,494,130.61 

Received during November 1,370,810.64 

Received during December 2,844,958.55 

1922 Received during January 10,727,316.26 

Received during February 3,289,015.44 

Received during March 2,597,719.78 

' Received during April 1,741,819.93 

Received during May 1,493,819.13 

Received during June 4,321,254.02 51,560,618.23 

Total $54,326,155.65 

1921 Disbursed during July $ 3,021,092.97 

Disbursed during August 2,030,087.70 

Disbursed during September 1,102,821.89 

Disbursed during October 2,565,744.20 

Disbursed during November 1,435,122.40 

Disbursed during December 2,383,021.54 

1922 Disbursed during January 3,556,056.32 

Disbursed during February 4,951,040.58 

Disbursed during March 7,812,448.75 

Disbursed during April 1,638,828.59 

Disbursed during May 1,430,145.58 

Disbursed during June 5,218,801.25 

Total $37,145,211.77 

Balance all Funds, June 30, 1922 17,180,943.88 

RECAPITULATION OF RECEIPTS AND DISBURSEMENTS, FISCAL 

YEAR ENDING JUNE 30, 1922 

Receipts Disbursements 

State Fund, General Revenue $ 7,529,066.27 $ 7,062,773.82 

State Fund, Special Revenue : 1,814,045.33 1,460,950.56 

State Fund (due Counties, Districts, Munici- 
palities from Land and Corporation Taxes). . 7,038,063.08 7,028,578.80 

General School Fund 1,344,736.60 1,865,089.97 

The School Fund 166,000.00 171,700.00 

State Road Fund 18,223,439.34 4,900,293.97 

Sinking Fund State Road 1,594,504.68 1,449,500.00 

State Interest and Sinking Fund 4,564,049.35 4,517,257.71 

Sinking Fund, Virginia Debt 1,236,113.90 682,684.22 

Workmen's Compensation Fund. 8,045,599.68 8,006,382.72 

TotaL $51,560,618.23 $37,145,211.77 
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RECAPITULATION OF BALANCES IN THE SEVERAL FUNDS, 

JUNE 30, 1922 

State Fund (General Revenue) $ 664,582.78 

State Fund (Special Revenue) 747,060.46 

State Fund -Moneys Belonging to Counties, Districts and Muni- 
cipalities 127,956.21 

General School Fund 145,726.83 

State Road (Sinking Fund) 150,004.68 

State Road Fund 14,665,143.30 

The School Fund 

Stat« Interest and Sinking Fund 46,791.64 

Sinking Fund (Virginia Debt) 558,930.04 

Workmen's Compensation Fund 74,747.94 

Total Cash Balance in All Funds June 30, 1922 $17,180,943.88 

Invested Portion of the School Fimd, Jime 30, 1922 1,000,000.00 

Invested Portion of the Workmen's Compensation Fund, June 

30, 1922 9,406,100.00 

Total Cash in All Funds mcluding Investments $27,587,043.88 
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40,765.00 
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THE MORRILL FUND 

Receipts and Disbursements of the Federal Appoporiation under Act of 
Congress Approved August, 1890, entitled, "An Act to Apply a Portion of the 
Proceeds oftne Public Lands in the more complete Endowtnent and Support 
of the Colleges for the Benefit of the Agricultural and Mechanical Arts, 
Established under the Provisions of an Act of Congress. Approved Jujy 2, 1862," 
and to the purposes and grants of money authorizea thereby, and to all the 
provisions thereof. (Known also as the Morrill College Act.) 

Receipts 

West Virginia University: 

July 20, 1920, Morrill Fund. $40,000.00 

August 15, 1920, Smith-Lever Futtd 53,301.91 

Experiment Station: 

August 16, 1920, Hatch Fund 3,750.00 

October 16, 1920, Hatch Fund 3,750.00 

January 20, 1921, Hatch Fund 3,750.00 

AprU 20, 1921, Hatch Fund 3,750.00 

August 16, 1920, Adams Fund 3,750.00 

October 16, 1920, Adams Fund 3,750.00 

January 20, 1921, Adams Fund 3,750.00 

April 20. 1921, Adams Fund 3,750.00 

West Virginia Collegiate Institute: 

July 20, 1920, MorriU Fund 10,000.00 

West Virginia University: 

July 20, 1921, Morrill Fund 40,000.00 

January 16, 1921, Smith-Lever Fund 53,301.91 

Experiment Station: 

Julv 15, 1921, Hatch Fund 3,750.00 

October 18, 1921, Hatch Fund 3,750.00 

January 10, 1922, Hatch Fund 3,750.00 

Apra 10, 1922, Hatch Fund 3,750.00 

July 15, 1921, Adams Fund 3,750.00 

October 18, 1921, Adams Fund 3,750.00 

January 10, 1922, Adams Fund 3,750.00 

AprU 10, 1922, Adams Fund 3,750.00 

West Virginia Collegiate Institute: 

July 15, 1921, MorriU Fund 10,000.00 

West Virginia University: 

August 15, 1921, Smith-Lever Fund 59,922.55 

January 20, 1922, Smith-Lever Fimd 59,922.55 

The above amounts were turned over to the Treasurer of the State Board of 
Control or deposited in a State Depository to its credit, on or about the same 
date they were received from the United States Treasury, and since that time 
have been under the control of, and accounted for by the said Board of Control, 
and handled through the State Special Fund. 



Biennial Report 



Si 



i 
t! 

i ' 

ii 

Id B- 

I' 
i 



Ji= 



Ml 



i|Hj||l|j||: 



mMBImU, 



lilSISii 11 i Si :6 :l5i :S5Mliiia 



SiiiSISi SI 



iiiiiiS SI i iirtlsiiisiiiiissa 






■ .= ■ ■« ■ii 

iiiiiii i I liliiliisii 



M 



s-ttT 



::^-^; : MHj^: 



is isisflli ! iiiPi-- il 




fk 

1 

I 

J 

i 



I 'I 

Is H 



